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1. Background 


This is an operational report furnishing details of activities undertaken during the 
extension of Phase I of this project. The scope of activities of the extension included: 

(a) Exhibition at COP4 

(b) Publications (2 booklets and a book) 

(c) Workshop at COP4 

2. Exhibition at COP4 

TERI put up an exhibition for purposes of conveying a developing country view on 
issues relevant to COP4, to reach out to most of the delegates and also to be able to 
communicate effectively using both visuals and written material. 

3. Publications 

Research undertaken as part of the SDC funded project on Preparation for the fourth 
and fifth sessions of the Conference of the Parties to the Framework Convention on 
Climate Change was disseminated, as the background material for the workshop. 
Specifically these included: 

3.1 Book titled Climate Change: Post Kyoto Perspectives from the South 

This book outlines the negotiations at the Kyoto conference along with the historical 
backdrop since the Earth Summit at Rio. As the book is targeted at a range of readers 
not necessarily familiar with the climate change issues, introductory chapters on the 
science and economics of climate change and its impacts and vulnerability are also 
included. The North-South differences that make the climate change negotiations 
complex are also discussed in these chapters. The need for a paradigm shift from 
minimisation of costs of mitigation to an integration of minimisation of costs of 
impacts and mitigation is highlighted. 



The book also analyses the major issues surrounding the Protocol from a developmg 
country perspective. The flexible mechanisms are analysed with special focus on 
Clean Development Mechanism (CDM), which provides scope for the North-South 
cooperation for GHG mitigation. The issues concerning the financial options available 
for addressing the climate change are outlined in the book. Although it is difficult to 
measure sufficiency and additionality of funds made available to the developing 
countries the existing trends have been analysed and recommendations are provided 
for making these flows more effective. Innovative programs for the development and 
effective transfer of technology from the North to the South in order to help the South 
follow a sustainable development path are discussed. The book also provides policy 
prescription for the developing countries in formulating an action plan for the 
negotiations at the Fourth Conference of Parties at Buenos Aires and beyond. 

A summary of the Book was prepared in the form of a booklet. 

3,2 Booklet titled Clean Development Mechanism: Issues and Modalities 

One of the main agenda items for the fourth Conference of the Parties to the 
Framework Convention on Climate Change (FCCC) was the discussion related to the 
Clean Development Mechanism (CDM). The CDM was introduced in Kyoto Protocol 
to facilitate co-operative abatement projects between the developed and developing 
Parties. The modalities related to this mechanism, however, still need to be worked 
out. Even though the CDM is primarily for providing flexibility to the Annex I Parties 
in meeting their commitments provided under the Kyoto Protocol, if utilised properly 
it can lead to additional investments for mitigation projects and at the same time assist 
the developing countries in meeting their sustainable development needs. 

This publication was prepared for distribution at COP4 to put forward some of the 
developing country perspectives related to the CDM. It attempts to identify and 
analyse the major issues involved in stmcturing the CDM, including the objective of 
CDM, supplementarity or utilisation lunits, project eligibility criteria, nature and 
sharing of credits, governance (both at the national and international levels), linkages 
with other flexibility mechanisms and adaptation measures. The publication also 
provides a possible structure for the mechanism in the 



4. Workshop on ’’The Kyoto Protocol: recalling the UNFCCC" on 7 Nov 1998 at 
15.00-16.30 hrs in the Ebano room, COP4 Conference Centre, Buenos Aires 


Agenda 


Theme: 

"Long term guiding principles and policy issues related to 

CDM" 

Chairperson: 

Introductory 

Mr R K Narang 

Remarks: 

H E Mr Beat Nobbs 

Speakers: 

Ms Preeti Soni, Dr Othmar Schwank, Dr Nancy Kete 

Panelists: 

Dr Atiq Rahman, Dr Frank Joshua, Dr Michael Grubb, 

Dr Prodipto Ghosh 


The general theme of the workshop was to discuss the long-term principles that are 
needed for guiding the negotiations on climate change and put them in the context of 
short-term mechanisms like Clean Development Mechanism (CDM). The discussion 
on long-term principles covered the so-called convergence corridor, choice of non- 
exhaustible resources, and issues of equity and morality. The workshop highlighted 
the dilemma that one faces while trying to negotiate operating guidelines for short¬ 
term measures such as CDM, while keeping the long-term goals in mind. 

The workshop started with welcome speech by Mr. Narang followed by introductory 
remarks by H E Mr Beat Nobbs, who highlighted the theme of the workshop. This is 
followed by a three presentations by Ms Preeti Soni, Dr Othmar Schwank and 
Dr Nancy Kete. Ms Soni outlined the importance of defining long-term principles for 
guiding actions in the future and the need for synergy between the short and long-term 
actions. The presentation also discussed some of the major issues pertaining to CDM 
and TERI’s views on them. These issues included supplementarity, criteria for project 
eligibility, role of national governments, governance and adaptation fund. A brief 
description of TERI’s Repository on Environmental Activities and Technologies 
(TREAT), which is a program initiated by TERI for capacity building and developing 
AIJ/CDM projects in India. Dr Othmar Schwank described the convergence corridor 
as a significant long-term principle for meeting the objectives of the Convention. He 



also provided views on the issues related CDM. Dr Nancy Kete presented a number of 
long-term scenarios that are consistent with a set future concentration level, say, 45o 
ppmv. She highlighted that a number of existing technologies have significant 
potential in this regard and that the diffusion of technologies since 1800 had not been 
uniform. Dr Kete expressed optimism over the scope of renewable energy sources, 
which have significantly lower contribution towards atmospheric concentration 
increase, in meeting future energy demands. 

The panel discussion started with a presentation by Dr Atiq Rahman. Dr Rahman 
voiced caution against the assumption that private sector would shoulder the burden 
of solving the global problem. He felt that all the three flexible mechanisms of the 
Kyoto Protocol do not address the fundamental principles of equity outlined in the 
FCCC and stressed that 'action at home' is the precondition for the use of any flexible 
mechanisms. Commenting that in the long-term equality and morality has a place, 

Dr Rahman argued that sustainability for all the people of the world is the need of the 
hour. Dr Frank Joshua referring to the presentation on CDM made a few comments on 
the eligibility of unilateral projects under CDM and issue of liability. Pointing out that 
as per some estimates the size of CDM is likely to be in the range of $3-4 billion per 
year. Dr Joshua cautioned that overburdening CDM with various criteria might put it 
in disadvantageous position in comparison to the other flexibility mechanisms, 
namely, JI and ET. Dr. Michael Grubb talked about the need for participation of the 
developing countries in meeting the long-term objectives of the Convention. 
However, the Annex-I Parties must show demonstrable progress and provide 
leadership in this regard. Dr. Prodipto Ghosh discussed the inability of the neo¬ 
classical economics in providing solution to the global climate change problem that is 
in tune with the long-term principles of equity and morality. He referred to the 
Kantian principle of equity among individuals with identical characteristics and 
highlighted that pure economic tools might not be able to satisfy such criteria. 
However he acknowledged the importance of the efficiency criteria advocated by 
various schools of economic thinking. 



5. Brief on COP4 negotiations 


The agenda of the fourth session of Conference of Parties held in Buenos Aires firom 
November 2 to 14 was to: 

• discuss the implementation of the Kyoto Protocol, 

• consider communications from the various parties detailing national positions on 
various parameters related to the emission of GHGs, 

• discuss issues relating to the transfer of technologies, particularly those related to 
the energy sector. 

• debate on the three "flexible mechanisms" - Clean Development Mechanism, Joint 
Implementation, and International Emission Trading 

The host country, Argentina in an attempt to force a strong outcome from the 
conference, tried to introduce the issue of ’Voluntary Commitments' (VC) by the 
developing countries into the agenda. Though G77+China succeeded in keeping it out 
of the agenda, the issue of VC haunted the negotiators for the entire duration of the 
conference in one form or the other. 

After prolonged and intense negotiations COP4 concluded with adoption of a 'Buenos 
Aires Action Plan' establishing deadlines for finalising work on the Kyoto 
Mechanisms (Joint Implementation, Emissions Trading and the Clean Development 
Mechanism), compliance issues and policies and measures. The overall deadline for 
the completion of work was set at year 2000. The Buenos Aires Plan of Action 
includes deadlines on a number of important issues: 

• Financial mechanisms - which will assist the developing world to respond to the 
challenges, related to climate change. 

• Further work on policies and measures - an issue introduced by the EU at a late 
stage in the Conference. 

• Development and transfer of technologies. 

• Rules governing the Kyoto Mechanisms with priority given to the Clean 
Development Mechanism. 

• An undertaking to discuss supplementarity, ceilings, long term convergence and 
equity. 



The decisions reached at the conference outlined a process on how to overcome the 
barriers to the transfer of environmentally sound technology. After years of deadlock 
on the technology transfer issue, many felt that this decision at COP4 as a major 
breakthrough. On compliance Parties reached a common understanding that a strong 
and comprehensive regime is needed to ensure an effective implementation of the 
Kyoto Protocol. As per the countries vulnerable to the impacts of climate change, the 
conference outlined that they will receive further support from the Global 
Environment Facility to plan concrete measures for adaptation. 

The biggest 'surprise' of the conference was the announcement by Argentina and 
Kazakhstan towards the end of the session to assume commitments unilaterally. This 
threatened to split the cause of the developing countries. Many are of the opinion that 
the sluggish economic growth and foreign exchange problems in developing countries 
might lure these countries to assume the VCs in the hope to benefit from emissions 
trading. It appears that the U.S. is exactly expecting this to happen and as expected the 
U.S, tried to force its 'marked-based' approach in all matters related to climate change 
at COP4. The U.S. strategy appears to be targeted at forcing the developing countries 
to undertake emissions reductions (under the name of 'meaningful participation’) and 
then to use its market power to acquire emission reduction credits from the 
developing countries without actually undertaking any emission reductions at home. 
Though the U.S. has announced during COP4 about its signing of the Kyoto Protocol, 
the ratification of the same is still not certain. Scientists and environmentalists had 
argued that the Kyoto targets far from what actually is needed, but even those 'sm^l' 
targets seem to be difficult to achieve given the means in which the negotiations are 
proceeding. 

Some specific decisions 

Pilot Phase of Activities Implemented Jointly (AIJ) 

COP-4 decided to continue the pilot phase, recognising that it should provide the 
developing country Parties as well as economies in transition, with the opportunity to 
enhance their capacity building and to gain further experience wdth AIJ for all Parties. 



It also decided to begin preparations for a review process of the pilot phase with a 
view to taking a conclusive decision on the pilot phase and the progression beyond 
that, no later than the end of the present decade. In this regard, COP4 requested the 
Subsidiary Body for Scientific and Technological Advice (SBSTA) and the 
Subsidiary Body for Implementation (SBI) to address the process at their tenth 
sessions- 

COP4 invited Parties to continue to submit new reports or updates on AIJ for 
considered in the third synthesis report by 8 June 1999. It also invited them to submit 
their views on the process and information on experience gained and lessons learned 
with AIJ under the pilot phase, in order to facilitate the review process (deadline for 
such submissions to be considered by SBSTA-10 is 12 February 1999). 

Clean Development Mechanism (CDM) 

The flexible mechanisms (CDM, Joint Implementation between Annex I Parties and 
Emissions Trading) were the some of the most significant agenda items at COP-4. At 
the end of long discussions, the COP-4 could only decide upon on a work programme 
on mechanisms, with a view to take decisions at the meeting of the Parties to the 
Protocol at its first session, A priority is to be given to the Clean Development 
Mechanism, as its is the first to be implemented, on the modalities and procedures 
with the objective of ensuring transparency, efficiency and accountability through 
independent auditing and verification of project activities. 

COP4 invited the Parties to submit further proposals on principles, modalities, rules 
and guidelines for the mechanisms by the end of February 1999, and additional 
proposals, by 31 March 1999, for compilation by the secretariat as a miscellaneous 
document for the SBSTA and the SBI at their tenth sessions (Refer Annexure I). It 
also requested the secretariat to prepare, for consideration by the subsidiary bodies at 
their tenth sessions, a plan for facilitating capacity building for developing country 
Parties, especially the small island States and the least developed amongst them, in 
the CDM project activities. 



Work progf amme on mechanisms of the Kyoto Protocol; list of elements^ ^ 









(1) Application of relevant principles 


'2) Nature and scope of the mechanisms 


’3) Equity and transparency __ 


4) Supplementanty _ 


'5) Climate change effectiveness _ . 


' 6 ) Institutional frameworic ____ 


(7) Capacity building __ 


(8) Adaptation __ 


' 9 ) Compliance ___ 


10) Linkages _________ 


11) Inapplicability of Article 4.8 and 4.9 of the Convention and/or Article 2.3 and 
3.14 of ie Kyoto Protocol to the mechanisms. 


12) Dependence of the ambitious environmental targets of the Kyoto Protocol upon 
ivailability of mechanisms 


13) Importance of prompt decisions on workable mechanisms for ratification/entry 
into force 


(14) Principle of cost-effectiveness 


15) Role of mechanisms in promotmg compliance 


16) Comparable treatment among Aimex B Parties, whether using Articles 6,12,17 
or other means to achieve their Article 3 commitments 


17) Maximizing the environmental benefits of mechanisms by assurmg the lowest 
lossible cost structures 


18) Application of any quantification of "supplemental to domestic actions" to each 
individual State within a regional economic integration organization 


19) Suppleraentarity (concrete ceiling defined in quantitative and qualitative terms 
jased on equitable criteria) 


20) Linkages, inter alia mterchangeability 


21) Prerequisites for the use of die mechanisms (compliance, linkage with Articles 5, 

^ 8 ) 


22) Articles 2,3 and 3.14 


rticle 12 - clean development mechanism (CDM) 



12.2 


2.2 


12.2 


12.2 


12.2 


12.8 


12.2,12.7 



1) Purpose of CDM projects 


2) The "part of’ commitments under Article 3 


3) Compatibility with sustainable development priorities/strategies 


4) Special needs of least developed countries 


5) Criteria for project eligibility 


6) Adaptation 


7) Transparency, non-discrimination, prevention of distortion of competition 


8) Application of any quantification of "supplemental to domestic actions" to each 



























individual State within a regional economic integration organization 


(9) Supplementarity to domestic actions for achieving compliance with reduction 
commitments under Article 3 (concrete ceiling defined in quantitative and qualitative 
terms based on equitable criteria) 


10) Prerequisites for the use of the CDM (compliance, linkage with Articles 5,7, 8) 




12.3 (b) 


12.5 (c) 


12.5 (b) 


12.5 


12.5 (c) 


12.3(a), 12.9 


12.7 


12.5, 12.7 


12.10 


3.3 & 3.4 



ethodological and Technical 


(11) "Part of " Annex I commitments 


(12) Additionality criteria m project funding 


(13) Should there be any distmction between public/private funding? 


(14) Criteria for real, measurable and long-term benefits related to climate change 


(15) Criteria for certification 


(16) Criteria for project baselme 


17) Definition of the concept of certified emission reductions 


(18) Systems for independent auditing and verification of project activities 


(19) Format for reporting 


(20) Implication of Article 12.10 of the Kyoto Protocol, including implications for a 
possible interim phase approach to the CDM and of the activities implemented jointly 
(AIJ) under the pilot phase 


(21) Outcome of methodological work on Articles 3.3 and 3.4 


(22) Environmental additionality and baselines 


(23) Categorization of projects 


^24) Criteria for sustamable development 


(25) Determination of additionality of emissions reductions/removals 


26) Tracking of certified emission reductions 


(27) Fungibility among mechanisms 


(28) Compliance-related issues 


(29) Inclusion of sinks projects; all six greenhouse gases specified in the Kyoto 
Protocol 


SBSTA 




3, 12, 12.9, 12.10 

(30) Acquisition and transfer of certified emission reduction units 

12.8 

(31) Determination of share of proceeds for adaptation 

12.8 

(32) Determination of share of proceeds for administration 

li6 

(33) Criteria and procedures for arranging funding for certified project activities 

12.8 

(34) Criteria and procedures for assisting developing country Parties that are 
particularly vulnerable to meet adaptation costs 

12.2 

(35) Approval by involved Parties of sustainable development 



^36) Approval by involved Parties of project 


(37) Certification of project activities and reductions 


(38) Reporting 


(39) Auditing and verification 


(40) Eligibility of AIJ projects under the CDM beginning m 2000 


(41) Credit (starting from 2000) for qualifying projects begun before CDM rules 
become effective 


42) Implications for benefits from CDM in considering whether to elaborate 'part of 
in Article 12, paragraph 3 (b) of the Kyoto Protocol 


Institutional __ 


43) Authority and guidance of the Conference 

)f the Parties _ 


(44) Accountability of the executive board to the Conference of the Parties servmg as 




































































12.4, 12.5,12.6, 
12.7,12.8, 12.9 


12.4, 12,7 


12.9 


12.5,12.7 



6.1 


6.1(d) 


.1 


.1 


.1(b) 


6.2 


8.4 


Meeting of the Parties to the Protocol 


(45) Functions of, relationship among and operational procedures of the Conference 
'f the Parties, Conference of the Parties serving as the Meeting of the Parties to the 
totocol, the executive board and operational entities 


(46) Executive board - constitution, composition, and fimctions - membership and 
rules of procedure, provisions for institutional and administrative support 


47) Guidance regarding involvement of public and/or private entities 


48) Operational entities - identification/designation/accreditation; 
tnonitoring/auditing of operational entities _ 


49) Responsibility of Parties . 


(50) Overall institutional framework 




1) Criteria for Article 6 projects 


(2) "Supplemental to domestic actions" 


3) Transparency 


4) Implications of the AIJ pilot phase 


5) Application of any quantification of "supplemental to domestic actions" to each 
individual State within a regional economic integration organization 


6) Supplementarity to domestic actions (concrete ceiling defined in quantitative and 
ualitative terms based on equitable criteria) 


7) Prerequisites for the use of Article 6 (compliance, linkage with Articles 5,7 and 8) 


8) Lack of authority to elaborate "supplemental to domestic actions"; inadvisability 
of doing so 


9) Lack of authority to impose a charge for adaptation 




Methodological and techmcal 


10) Criteria for project baselines 


(11) Assessment of additionality 


,12) Verification and reporting 


13) Guidelines for review of implementation of Article 6 by expert review teams 


.14) Guidelines for monitonng, reporting, verification 


.15) Outcome of methodological work on Articles 3.3 and 3.4 


16) Categorization of projects 


17) Real, measurable and long-term environmental benefits 


J8) Independent certification and verification 


(19) Is further elaboration of guidelines necessary? 


20) Fungibility among mechanisms 


21) Other compliance-related issues 


22) How to assess project additionality/baselines 


23) Tracking of emission reduction units 


Process 


.24) Process for approval by Parties involved in projects 


.25) Acquisition and transfer of emission reduction units 


(26) Authorization of legal entities 


.27) Process for reviewing Article 6 according to Article 8.4 


28) Consequences of non-compliance 


















































(29) Process for assessing compliance with Articles 5 and 7 


30) Independent certification and verification 


31) Certification of emission reductions 


(32) Monitormg 


(33) Reporting 


(34) Eligibility of AIJ projects under Article 6 


35) Starting date for Article 6 projects 



Institutional 


(36) Role of the Conference of the Parties serving as the meeting of the Parties to the 
Protocol, the Subsidiary Body for Scientific and Technological Advice and the 
Subsidiary Body for hnplementation 


^37) Elaboration of guidelines as per Article 6.2 


(38) Involvement of legal entities 



icle 17 - emissions trading between. Parties included in Annex B 






(1) Basis of rights and entitlements for emissions trading of Parties mcluded in Annex 
B 


(2) "Supplemental to domestic actions” 


3 ) Conformity with the principle of equity in the Convention 


(4) Real and verifiable reduction of greenhouse gas emissions 


(5) Elaboration of principles, modalities, rules and guidelines 


(6) Matters relating to verification, reporting and accountability 


7) Application of any quantification of "supplemental to domestic actions" to each 
individual State within a regional economic integration organization 


8) Supplementarity to domestic actions for the purpose of meeting commitments 
under Article 3 (concrete ceiling defined in quantitative and qualitative terms based 
on equitable criteria) 


9) Prerequisites for the use of Article 17 (compliance, linkage with Articles 5,7 and 

8 ) ______ 


10) Participation by legal entities . .• • __ 


(11) "Hotair" 


(12) Transparency 


(13) Accessibility __ 


14) Non-discrimination __ 


15) Non-distortion of competition __ 


16) Liability ___ 


17) Reporting and tracking of trades _ 


(18) Interchangeability __ 


(19) Definition of tradeable unit __ 


20) Determination and creation of rights and entitlements for emissions trading of 
arties included in Annex B __ 


21) Elements of principles, modalities, rules and guidelines for emissions tradmg 


22) Assigned amounts as basis for emissions trading_ 


(23) Tracking transfers and acquisitions in assigned amounts 


24) Reporting on transfers and acquisitions in assigned amounts 


25) National registries - , - . 


26) Compliance-related issues 


(27) Eligibility (e.g. links to Articles 5 and 7) 














































(28) Legal entities 


(29) Lack of authority to elaborate "supplemental to domestic actions"; inadvisability' 
of doing so 


(30) Fungibility among mechanisms 


(31) Competitiveness issues 


(32) Lack of authority to impose a charge for adaptation 




Source: FCCC/CP/1998/L21 


Indians Position at COP4 

At COP4 the Indian delegation was led by Mr. Suresh Prabhu, Minister for 
Environment and Forestry. Summing-up India's position at the conference the 
Minister said that 'discussion on new concepts (like VCs) could not be undertaken 
unless the developed countries first implement what they had agreed earlier'. Along 
with China, India stressed that the so-called 'luxury' emissions and 'necessary' 
emissions should be distinguished. India voiced its reservation about the emission 
entitlement issue as it is defined under the Kyoto Protocol. 









